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Abstract: This study aims to determine the effect of Local Own-source Revenue 
and Fiscal Balancing Funds (general allocation fund, special allocation fund, 
revenue sharing fund) on the allocation of capital expenditure budgets in District / 
City Governments in North Sumatra and East Java. In addition, this study will also 
examine economic growth variables which are used as moderating variables. This 
type of research is carried out based on associative research. This research was 
conducted in Regency / City Government in North Sumatra and East Java 
Provinces. By using purposive sampling technique, the number of research samples 
known is 34 districts / cities. This research was conducted for the period 2010-2018. 
The type of data used is secondary data and data analysis techniques used in this 
study are Panel Data Regression Analysis and Interaction Test. The results obtained 
in this study indicate that the Local Own-source Revenue (LOR), General 
Allocation Fund (GAF) and Revenue Sharing Fund (RSF) have a positive and 
significant effect on the allocation of capital expenditure budget. In addition, the 
moderating variable used in this study is that economic growth can be proven to be 
a moderating variable in the effect of Local Own-source Revenue and Special 
Allocation Fund. While the General Allocation Fund and Revenue Sharing Fund 
are not. 
 
Keywords: Local Own-source Revenue, Fiscal Balance Fund, General Allocation 
Fund, Special Allocation Fund, Revenue Sharing Fund, Regional Budget 
Allocation. 
 
1. INTRODUCTION 
The Regional Government allocates funds in the form of capital expenditure 
budget in the Local Government Budget to add the local government’s fixed assets, 
one of which is infrastructure in the region. Capital expenditure is a budget 
expenditure in the achievement of fixed assets and other assets that can have a 
positive impact in more than one accounting period (PP No. 71, 2010). Basically, 
capital expenditure is made to produce fixed assets belonging to the regional 
government that are in accordance with the needs of the regional government and / 
or the community in the area concerned for the smooth implementation of 
government duties and for public facilities. All this time, regional expenditure has 
been used for routine expenditures which are relatively less productive. Whereas 
the utilization of regional expenditure should be allocated for productive matters, 
for example to carry out development activities (Saragih, 2003). 
According to PSAP No. 2, capital expenditures are expenditures made in 
the context of capital formation which are to add fixed assets, inventory that 
provides benefits for more than one accounting period, including expenses for 
maintenance costs that are to maintain or increase the useful life, and increase the 
capacity and quality of assets. 
In the North Sumatra Provincial Government, the Governor of North 
Sumatra has asked the Regency / City Government to be able to prioritize capital 
expenditure in preparing the APBD for the 2017 budget (Waspada, 2016). Because 
the main priority of the regional government should be capital expenditure. Because 
capital expenditure will have an impact on the development and development of 
facilities and infrastructure. This is in accordance with Permendagri No. 31/2016 
concerning Guidelines for Preparation of 2017 Regional Budget. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1. The phenomenon of Regional Expenditures in North Sumatra and 
East Java 
 
In North Sumatra, the phenomenon of regional spending still reflects that 
the percentage of capital expenditure is still lower when compared to personnel 
expenditure and goods and services expenditure. The graph above shows that in 
2012 to 2018 capital expenditure was smaller than the other two types of 
expenditure. Only in 2014 did capital expenditure in North Sumatra have a larger 
allocation, but in subsequent years capital expenditure was not a top priority in 
regional spending. Likewise in East Java, which has a smaller percentage of capital 
expenditure allocation when compared to employee expenditure and goods and 
services expenditure. The phenomenon that occurs at this time, namely the lack of 
allocation of capital expenditures owned by the government when compared to 
spending on goods and employee expenditure which indirectly shows the 
impartiality of the government to the people. If you want to increase development 
while increasing income per capita, the government should allocate more capital 
expenditure (Yustika: 2012). 
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North Sumatera
Regional Expenditure Component -  Capital Expenditure
Table 1. Research Gap 
Previous Research (Year of 
Research) 
Independent 
Variable 
Research Result 
Mawarni dkk, (2013) 
Local Own-source 
Revenue 
Has significant effect 
Haryuli (2015) Has significant effect 
Sari dkk, (2017) Has significant effect 
Adytama (2015) No effect 
Wandira (2013) No effect 
Bungkes dkk, (2016) 
Balance Fund 
Has significant effect 
Nufus dan Asmara (2017) Has significant effect 
Kasdy dkk, (2018) Has significant effect 
Sari dkk, (2018) No effect 
 
Based on a review of various previous studies that have been carried out, it 
can be seen that there are gaps (gaps) in these results. That is where the results of 
the study have not shown consistent results. This is what makes researchers 
interested in re-examining the effect of Local Own-source Revenue and balance 
funds variables on the allocation of capital expenditures of the Regency / City 
Governments in North Sumatra and East Java. In addition, the moderating variable 
was added in this study to test whether the influence of the Local Own-source 
Revenue (LOR) and the balancing fund could be strengthened or weakened by the 
moderating variable. The moderating variable used in this study is economic 
growth. In accordance with the results of a review of previous studies conducted 
above it is known that there are a number of variables that are thought to affect the 
allocation of capital expenditure to local governments. These variables are local 
own-source revenue and balancing funds (general allocation funds, special 
allocation funds and revenue sharing funds). This study will discuss the effects of 
these variables and test whether economic growth can moderate the influence of the 
model. 
 
2. LITERATURE REVIEW 
2.1 Fiscal Federalism Theory 
The theory of fiscal federalism as suggested by Musgrave (1980) revealed 
that fiscal decentralization can improve public welfare through intergovernmental 
revenue and expenditure management. The theory further states that economic 
growth can be achieved through fiscal decentralization or the delegation of 
authority from the central government to local governments to manage their own 
regions according to their needs and priorities. The final goal of fiscal 
decentralization is people's welfare through intergovernmental revenue and 
expenditure instruments. Boex (2013) states that transfers to the regions have broad 
implications on several issues including growth and development, poverty 
reduction, achievement of millennium development goals, improved public 
services and better macroeconomic stability. 
2.2 Capital Expenditures 
Mardiasmo (2009) suggests capital expenditure is expenditure used for 
expenditures made in the context of purchasing / procurement or construction of 
tangible fixed assets that have a value of more than 12 months to be used in 
government activities, such as in the form of land, equipment and machinery, 
buildings and buildings, roads, irrigation and networks, and other fixed assets. 
Darise (2008) also explains that capital expenditure is used for expenditures made 
in the context of purchasing / procurement or construction of tangible fixed assets 
that have a value of more than 12 months to be used in government activities, such 
as land, equipment and machinery, buildings and buildings, roads , irrigation, and 
networks, and other fixed assets. Whereas Government Regulation of the Republic 
of Indonesia Number 71 of 2010 concerning Government Accounting Standards 
states that capital expenditure is a budget expenditure for the acquisition of fixed 
assets and other fixed assets that benefit one accounting period. Capital expenditure 
includes, among others, capital expenditure for the acquisition of land, buildings 
and buildings, equipment and intangible fixed assets. 
2.3 Local Own-source Revenue 
According to Halim (2012), Local Own-source Revenue (LOR) is all 
revenue that comes from the original regional economic resources which are 
separated into four types of income, namely: local taxes, regional levies, the results 
of the management of separated regional property, others legitimate LOR. LOR is 
the biggest part of regional financial income so that an area is not dependent on 
government assistance. An area that is able to manage good LOR means being able 
to increase regional income on an ongoing basis, along with the economy without 
reducing the allocation of factors of production and justice. In relation to regional 
capital expenditure, the Regional Government in allocating capital expenditure 
must be truly adjusted to the needs of the region by taking into account the LOR 
received by the region.  
2.4  General Allocation Funds 
Definition of GAF according to Regulation of the Minister of Finance of the 
Republic of Indonesia Number 48 / PMK.07 of 2016 concerning Management of 
Transfers to Regions and Village Funds: regional needs in the context of 
implementing decentralization ". 
 
2.5  Special Allocation Funds 
Whereas SAF is one of the mechanisms for central government financial 
transfers to the regions which aims, among others, to increase the provision of 
regional physical facilities and infrastructure in accordance with national priorities 
and reduce disparities in growth rates between regions and services between 
sectors. 
2.6 Revenue Sharing Funds 
Revenue Sharing Funds (RSF) are funds sourced from the State Budget 
allocated to the regions based on percentage figures to fund regional needs in the 
context of decentralization. The distribution of revenue-sharing funds in terms of 
the ability of the region to produce resources. Regions that have a lot of natural 
resource potential will get a bigger portion of the production share in accordance 
with the natural resources that have been extracted. 
2.7  Economic growth 
Economic growth is an effort to increase production capacity to achieve 
additional output, which is measured using Gross Domestic Product (GDP) and 
Gross Regional Domestic Product (GRDP) in an area (Adisasmita, 2013). In this 
study, regional economic growth is measured by the growth of Gross Regional 
Domestic Revenue (GRDP) according to constant prices. The GDP growth rate will 
show the process of increasing per capita output in the long run. Emphasis on 
“process”, because it contains dynamic elements, change or development. 
2.8 Conceptual Framework 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. METHOD 
This type of research is associative research using a quantitative approach. 
This research was conducted in Regency / City Government in North Sumatra and 
East Java Provinces. The time of the study starts from December 2018 until 
completion. The population in this study is the district / city government in the 
provinces of North Sumatra and East Java, amounting to 71 districts / cities. The 
sample data was taken using purposive sampling, which is a sampling technique 
with certain considerations. Based on the technique, the Regency / City 
Governments that were sampled in this study totaled 34 Regencies / Cities. 
In analyzing the effect of Local Own-source Revenue and balance funds 
(GAF, SAF, and RSF) on capital expenditure budget allocation with economic 
growth which is used as a moderating variable used Multiple Linear Regression 
Analysis with the dependent variable that is the allocation of capital expenditure 
budget and independent variables namely Local Own-source Revenue and balance 
funds (GAF, SAF, and RSF). As well as moderating variables, namely economic 
growth that will be tested using the Interaction Test. To test the data and also 
research hypotheses, several tests are conducted with the help of STATA software. 
 
 
 
 
 
 
 
Capital Expenditure 
(Y) 
Local Own-source 
Revenue (X1) 
Revenue Sharing 
Funds (X4) 
Economic Growth 
(Z) 
General Allocation 
Funds (X2) 
Special Allocation 
Funds (X3) 
4. RESEARCH RESULTS AND DISCUSSION 
4.1 RESULT 
Descriptive Statistics Analysis 
Table 2. Descriptive Statistics 
Variables Mean 
Standard 
Deviation 
Minimum Maximum 
Capital Expenditures 12.314 0.667 10.44 14.74 
Local Own-source Revenue 11.649 1.185 8.38 15.46 
General Allocation Fund 13.411 0.488 12.03 14.39 
Special Allocation Funds 11.308 0.912 6.81 13.22 
Revenue Sharing Funds 10.957 0.733 8.9 13.08 
Economic growth 9.150 0.856 5.85 11.13 
 
Estimation Model Selection 
a. Chow Test 
Table 3. Chow Test Result 
Effect Test Prob. 
F (4,268) 120.04 
Prob. > F 0.0000 
Based on the table above it can be seen that the probability value of the 
Chow Test is seen based on the probability in the table above which has a value of 
0.0000. Based on the table, the Chow Test states that a better estimation model is 
fixed effect (FE) than common effect (CE). 
 
b. Hausman Test 
Table 4. Hausman Test Result 
Effect Test Prob. 
Chi-square (4) 15.49 
Prob>Chi2 0.0038 
It can be seen that the value of Prob. Chi2 is smaller than 0.05 which is 
0.0035. Then H1 is accepted which means the best method that must be used is 
fixed effect rather than random effect. Because based on the results of the Chow 
Test it can be seen that a better model is a fixed effect (FE) rather than a common 
effect (CE), and the Hausman Test results show that a fixed effect (FE) is also better 
than a random effect (RE). So no further testing is needed, namely the Lagrange 
Multiplier Test because the fixed effect is proven to be better than the random effect 
and the common effect. 
Classical Assumption Test  
A good model is a model that meets classical assumptions, that is data must 
be normally distributed, and there are no symptoms of multicollinearity and 
heteroscedasticity in the model. Testing classic assumptions in this study was 
conducted to obtain the results of the Best Linear Unbiaxed Estimator (BLUE). 
After doing the classical assumption test, it can be seen that the data used in this 
F test that all u_i=0: F(33, 263) = 3.84                     Prob > F = 0.0000
                                                                              
         rho    .62976983   (fraction of variance due to u_i)
     sigma_e     .2796853
     sigma_u    .36477466
                                                                              
       _cons    -2.700006   12.12832    -0.22   0.824    -26.58098    21.18096
         x4z    -.0494048   .0638121    -0.77   0.439    -.1750523    .0762428
         x3z    -.0424088   .0403292    -1.05   0.294     -.121818    .0370004
         x2z     .0157461   .1419685     0.11   0.912    -.2637935    .2952857
         x1z      .066706   .0545145     1.22   0.222    -.0406344    .1740464
           z     .2044787    1.32616     0.15   0.878    -2.406764    2.815721
          x4     .6796065   .5999674     1.13   0.258    -.5017442    1.860957
          x3     .4056742   .3754811     1.08   0.281    -.3336575    1.145006
          x2     .3816975   1.312752     0.29   0.771    -2.203144    2.966539
          x1    -.3199813   .4921071    -0.65   0.516    -1.288952    .6489899
                                                                              
           y        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              
corr(u_i, Xb)  = -0.7167                        Prob > F          =     0.0000
                                                F(9,263)          =      53.90
     overall = 0.7065                                         max =          9
     between = 0.8107                                         avg =        9.0
     within  = 0.6484                                         min =          9
R-sq:                                           Obs per group:
Group variable: id                              Number of groups  =         34
Fixed-effects (within) regression               Number of obs     =        306
F test that al  u_i=0: F(14, 111) = 3.14                4
                         
 rho .724 485 (fraction of variance due to
 sigma_e .30013567
 sigma_u .48729604
                         
 _cons -8 27391 23.91325    -3.44   0.001   129.65 6 -34. 882
 x4_z 24.08525  21.806     1.10   0.272   19.12479 67.295 9
 x3_z 27.65515 13.25826     2.09   0.039   1 383029 53.92728
 x2_z 9 531 35 30.10654     0.32   0.752   50.126 9 69.18986
 x1_z -33 7 599 8 930225    -3.78   0.000   51.4 183 -16.07015
 z -3 3737 5 1.016051    -3.32   0.001   5 387147 -1 360403
 x4 -1 71 3  2 156343    -0.80   0.427   5.9922 3  2.55363
 x3 -2 362488 1 155393    -2.04   0.043   4.6519 6 -.0730
 x2 .3674401 2.228007     0.16   0.869   4 047505 4 782385
 x1 3 75245  .84929     3.97   0.000     1.6923 5.05816
                         
 y Coef. Std. Err.      t    P>|t|   
                         
cor (u_i, Xb) = -0.8428                 Prob > F
                 F(9,111) 21 23
 overal  = 0.5 4                         
 betwe n = 0.7676                         
 within = 0.6325                         
R-sq:                 Obs per 
Group variable: id                 Number o 15
Fixed-ef ects (within) regres ion               Number o 135
research model is normally distributed and free from multicollinearity and 
heteroscedasticity. 
Hypotheses Testing 
a. F Test 
Table 5. Simultaneous Test Results 
Effect Test Prob. 
F (4,268) 120.04 
Prob > F 0.0000 
Based on the results above, it appears that the results of the F test 
(simultaneous) show a significant value of 0.000 which is smaller than 0.05. The 
results of this F test indicate that all independent variables together 
(simultaneously) have a significant effect on the dependent variable, namely capital 
expenditure. 
 
b. t Test (Partial Test) 
Table 6. Partial Test Result 
 
 
 
 
 
 
 
 
 
 
Based on the above table, the results of the regression test analysis with 
panel data suggest that local own-source revenues (X1), general allocation funds 
(X2) and revenue-sharing funds (X4) partially have a significant effect on capital 
expenditure (Y). While the special allocation fund (X3) does not have a significant 
effect on capital expenditure (Y). 
 
c. Test the coefficient of determination 
Table 7. Determination Coefficient Results 
R-square 
 Within 0.6418 
 Between 0.7850 
 Overall 0.6895 
The value of R Square (R2) overall is 0.6895 which means 0.6895 or 
(68.95%) the independent variable is able to explain or describe regional spending. 
While the remaining 31.05% is explained by other variables not included in this 
research model. 
d. Moderating Test 
Table 8. Regression Results with Moderating Variables 
F test that all u_i=0: F(33, 268) = 6.14                     Prob > F = 0.0000
                                                                              
         rho    .63665624   (fraction of variance due to u_i)
     sigma_e    .27967722
     sigma_u   .37021221
                                                                              
       _cons    -3.038418   1.595546    -1.90   0.058    -6.179817    .1029808
          x4     .2654807   .0665178     3.99   0.000     .1345169    .3964446
          x3     .0248575    .030835     0.81   0.421     -.035852    .0855671
          x2     .6368845   .1508638     4.22   0.000     .3398556    .9339134
          x1     .3109033   .0636998     4.88   0.000     .1854877    .4363189
                                                                              
           y        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              
corr(u_i, Xb)  = -0.6935                        Prob > F          =     0.0000
                                                F(4,268)          =     120.04
     overall = 0.6895                                         max =          9
     between = 0.7850                                         avg =        9.0
     within  = 0.6418                                         min =          9
R-sq:                                           Obs per group:
Group variable: id                              Number of groups  =         34
Fixed-effects (within) regression               Number of obs     =        306
The table above shows each of the interactions between the moderating 
variables, namely economic growth with each independent variable, namely local 
own-source revenue, general allocation funds, special allocation funds and revenue-
sharing funds. Based on these results, it can be concluded that the interaction of 
moderating variables with independent variables that have a significant effect on 
capital expenditure is the interaction of X1Z and X3Z. While the interaction of X2Z 
and X4Z is not significant at the 5% level. 
4.2 DISCUSSION 
First Hypothesis 
Based on the test results in this study it can be seen that the Local Own-
source Revenues partially has a positive and significant effect on capital 
expenditure on the Regency / City Governments in North Sumatra and East Java 
Provinces. So with these results, H1 is accepted. The results in this study are in line 
with previous research conducted by Mawarni et al. (2013) who found that Local 
Own-source Revenues had a significant effect on the allocation of capital 
expenditure budgets in the Aceh Provincial / Regency Government. Similarly, the 
results of research Haryuli (2015); Sugiarthi and Supadmi (2014); Jaya and 
Dwirandra (2014); and Sari et al. (2017). On the contrary, the results of this study 
are not in line with the results of previous studies conducted by Adytama (2015) 
which in his research also stated that local own-source revenues did not have a 
significant effect on the allocation of regional expenditure budgets. This research 
is also not in line with the results of research conducted by Wandira (2013) who 
also stated similar things. 
Second Hypothesis 
Based on the test results in this study, it can be seen that the General 
Allocation Fund (GAF) partially has a positive and significant effect on the 
allocation of capital expenditure budgets to the Regency / City Governments in 
North Sumatra and East Java Provinces. So with these results, H2 is received. The 
results of this study are in line with the results of research conducted by Juniawan 
and Suryantini (2018) proving that general allocation funds received by local 
governments from the center have a significant effect on capital expenditure. This 
is also confirmed by the research of Eksandy, et al. (2018); Sugiarthi and Supadmi 
(2014); Tuasikal (2008); Wulandari, et al (2013); and Adytama (2015) which states 
that capital expenditure can be affected by general allocation funds (GAF). While 
the results of this study are not in line with the results of research conducted by 
Haryuli (2015) who in his research found the results that general allocation funds 
do not have a significant effect on capital expenditure allocations in the Regency / 
City Governments in Riau Islands Province. 
Third hypothesis 
Based on the test results in this study, it can be seen that the Special 
Allocation Fund (SAF) partially does not have a significant effect on the allocation 
of capital expenditure budgets to the Regency / City Governments in North Sumatra 
and East Java Provinces. So with these results the H3 is rejected. The results of this 
study are in line with the results of previous studies conducted by Eksandy, et al. 
(2018); and Riani, et al. (2017) who in their study also stated that the Special 
Allocation Fund did not have a significant effect on regional government capital 
expenditure. On the contrary, this research is not in line with the results of research 
conducted by Juniawan and Suryantini (2018) who in their research found empirical 
evidence that the Special Allocation Fund (DAK) had a significant effect on capital 
expenditure allocation. The results of this study are also not in accordance with 
other studies conducted by Ndede, Sondakh and Pontoh (2016); Haryuli (2015) and 
Machmud (2013) which states that special allocation funds have a significant effect 
on capital expenditure. 
Fourth Hypothesis 
Based on the test results in this study, it can be seen that the Revenue 
Sharing Fund (RSF) partially has a positive and significant effect on the allocation 
of capital expenditure budgets to the Regency / City Governments in the Provinces 
of North Sumatra and East Java. So with these results, H4 is accepted. It can be 
concluded that if capital expenditure rises, the revenue sharing will also increase. 
Wandira (2013) proves that revenue sharing has a significant effect on the 
allocation of capital expenditure budget. Likewise with the results of a study 
conducted by Haryuli (2015); Indriyanti (2017); Jaya and Dwirandra (2015); 
Heliyanto (2015); stated the same thing, namely that the revenue sharing (RSF) had 
a significant effect on the allocation of capital expenditure for the regional 
government. 
Fifth Hypothesis 
The test results in this study indicate that the interaction between economic 
growth and regional original income has a significant effect on the allocation of 
capital expenditure budget because the significance value is smaller than the 
significance level of 5% (0.05). With these results, H5 is accepted. The results of 
this study are in line with the results of a study conducted by Sugiarthi and Supadmi 
(2014) stating that economic growth is able to moderate the effect of Local Own-
source Revenues on capital expenditure in the Regency / City of Bali Province. In 
addition, the results of this study were also supported by previous research 
conducted by Anggana (2016); Jaya and Dwirandra (2015); and Jaeni (2016) who 
also proved that economic growth can be used as a moderating variable in the effect 
of local own-source revenue on capital expenditure in the Regency / City 
Government. 
Sixth Hypothesis 
The test results in this study indicate that the interaction between economic 
growth and general allocation funds does not have a significant effect on the 
allocation of capital expenditure budget because the significance value is greater 
than the significance level of 5% (0.05). With these results, H6 is rejected. The 
results of this study are in line with the results of research conducted by Prabawati 
and Wany (2017); Sari and Wirama (2018); Mohklas and Purwati (2019); and 
Cahyaning (2018) which states that economic growth cannot moderate the effect of 
general allocation funds on capital expenditure allocations. On the contrary, the 
results of this study are not in line with the results of research conducted by 
Sugiarthi and Supadmi (2014) which states that economic growth is influential and 
is able to moderate the effect of general allocation funds on regional government 
capital expenditure allocations. 
Seventh Hypothesis 
The test results in this study indicate that the interaction between economic 
growth and special allocation funds has a significant effect on the allocation of 
capital expenditure budget because the significance value is smaller than the 
significance level of 5% (0.05). With these results, H7 is accepted. The results of 
this study are in line with the results of research conducted by Prabawati and Wany 
(2017); Sari and Wirama (2018); and Cahyaning (2018) which states that economic 
growth cannot moderate the effect of general allocation funds on capital 
expenditure allocations. 
Eighth Hypothesis 
The test results in this study indicate that the interaction between economic 
growth and revenue sharing funds does not have a significant effect on the 
allocation of capital expenditure budget because the significance value is greater 
than the significance level of 5% (0.05). With these results, H8 was rejected. The 
results of this study are not in line with the results of research conducted by 
Prabawati and Wany (2017); and Cahyaning (2018) which states that economic 
growth can moderate the effect of revenue sharing funds on the allocation of capital 
expenditure. 
5. CONCLUSION AND SUGGESTION 
5.1  Conclusion 
Some conclusions that can be drawn from the results of this study include: 
a. Local Own-source Revenues has a significant effect on capital expenditure 
on Regency / City Governments in North Sumatra and East Java Provinces. 
b. General Allocation Funds has a positive and significant effect on capital 
expenditure on Regency / City Governments in North Sumatra and East Java 
Provinces. 
c. Special Allocation Funds does not have a significant effect on the allocation 
of capital expenditure budgets to the Regency / City Governments in the 
Provinces of North Sumatra and East Java. 
d. Revenue Sharing Funds has a positive and significant effect on capital 
expenditure on Regency / City Governments in North Sumatra and East Java 
Provinces. 
e. Economic growth can moderate the effect of Local Own-source Revenues 
on capital expenditure on Regency / City Governments in North Sumatra 
and East Java Provinces. 
f. Economic growth cannot moderate the effect of General Allocation Funds 
on capital expenditure on Regency / City Governments in North Sumatra 
and East Java Provinces. 
g. Economic growth can moderate the effect of Special Allocation Funds on 
capital expenditure on Regency / City Governments in North Sumatra and 
East Java Provinces. 
h. Economic growth cannot moderate the effect of Revenue Sharing Funds on 
capital expenditure on Regency / City Governments in North Sumatra and 
East Java Provinces. 
i.  
5.2 Suggestion 
From the results of the research, discussion and conclusions obtained in this 
study, then some suggestions can be made as follows: 
a. Future studies are expected to re-examine the effect of other variables that 
can affect capital expenditure on Local Governments in the Provinces of 
North Sumatra and East Java. Some variables that can be examined include 
the Excess of Budget Calculation, the size of the local government and so 
on. 
b. In the results of this study it can be seen that economic growth cannot be 
used as a moderating variable in the effect of general allocation funds and 
revenue sharing funds on the allocation of capital expenditure budgets of 
the Regional Governments in North Sumatra and East Java Provinces. So in 
the next research it is expected to re-test the moderating variable of 
economic growth in other Regional Governments of Indonesia to find out 
whether economic growth can be used as a moderating variable on capital 
expenditure as a whole or not. 
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